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CHAPTER I
MANAGEMENT INFORMATION SYSTEMS
IN COMMERCIAL BANKING
The commercial banking industry, a leader in business
computer automation, has allowed its inertia to prevent it
from attaining maximum utilization of the computer resources
it possesses.

Implementation of management information systems

has been slow— held back by bankers' outdated views of business
operation, and general ignorance of the capabilities of a
computer-based information system.

This paper will present

current knowledge of management information systems which
bankers, in turn, can use as a basis for making future manage
ment information system decisions.
The contents of this paper will be presented in the
following manner.

Chapter I defines Management Information

System (MIS), describes differing interpretations, and presents
the background and development of the concept.

The next chap

ter gives a background of electronic data processing as used
in banking, gives evidence of the lethargic development of
management information systems in banking, and some of the
reasons for the lack of rapid development.

The last chapter

gives a description of how a broad-based system can assist
management at all levels, and also presents applications of the

1
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management information system.

The summary provides a synopsis,

a recommendation for automated banks, and a conclusion.
Objectives of the Paper
The major objective of this paper was to show that
banks, due to their existing automation, are in a unique posi
tion to initiate a management information system, but that
most are not making the strides possible given their resources.
It also presents evidence that officers in some banks are
unable to obtain the information which would enable them to make
better decisions.

An additional objective was to set forth

the reasons why computer-based MIS have not developed rapidly.
By recognizing the restricting elements, managers have a better
chance to eliminate the problems standing in the way of addi
tional development.

Two further objectives were describing

how information systems can benefit banks and describing how
the available techniques can assist management.
Scone of the Paper
The paper is presented from a management viewpoint
rather than from a computer specialist viewpoint.

Items which

are not discussed are, among others, comparative computational
speeds, internal storage capacity requirements, and specific
programming languages.

Management information systems are

implied to be computer-based rather than manual unless specifi
cally stated otherwise.

The specific cost of system implementa

tion is not discussed due to the non-comparability among banks
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3
stemming from differences in size, location, equipment, pro
cedures, and labor costs.

Comments in this paper are not

directed toward service bureau or correspondent-provided
services unless specifically mentioned.

Finally, the observa

tions in this paper are directed toward banks which have the
available resources in personnel, assets, and equipment to
proceed with development of an information system.
Development of the MIS Concept
The history of the MIS concept can be traced to the
late 1950 's.

It came into being at the time when operations

research and system management techniques were being advocated
for general business use.

The first MIS ideas were used in

conjunction with manual systems.

Due to large amounts of pro

cessing, however, manual systems were able to obtain only a
superficial use of the techniques.
The information processing field was greatly advanced
by the development of the data processing equipment.

Advances

in technological computer-oriented fields were responsible for
M I S ’s coming of age.

New computers and equipment made it feas

ible to invest in information systems where management could
expect to recover costs through added value to the firm.

The

largest firms have generally been the innovators in MIS and
commercial banking is no exception.

The largest banks are

usually the first to implement MIS.
MIS is not a panacea for all of banking's problems,
but many of the MIS benefits are applicable in banking.
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ways the banking industry's requirements for information do
differ, but many of the requirements are adaptable.

It is the

author's opinion that the banking industry as a whole has not
made the progress which it should have made in investigating
management information system.
The Manager's Need for Information
All decisions large or small, business or non-business,
are made after referencing some information.

The information

used can take the form of a comprehensive, detailed research
report on a particular subject, or, it can be based on experi
ence, rumor, or hearsay.

Management decisions based on these

two different sources of information could differ and it was
assumed that better information would lead to better decisions.
In this regard, Boer has stated, "The quality of a manager's
decisions varies directly with the quality of the information
on which these decisions are b a s e d . T h e

question then be

comes, what typifies "quality" information?
In general, the attributes which information should
possess are those which enable the manager to make a timely and
correct decision.

This definition however is too general.

An

excellent discussion of what is needed for quality information

^Dr. Germain Boer, "A Decision Oriented Information
System," Journal of Systems Management. XXIII (October, 1972),
36 .
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is contained in Donald K, Sanders' book, Computers in Busi2
ness: An Introduction.
Sanders suggested that information
must possess the characteristics of accuracy, timeliness,
completeness, conciseness, and relevancy.

The lack of any

one of these attributes can seriously decrease the quality
and value of the information.

Another obvious but necessary

characteristic is that the information be available to the
manager.

Failure to be able to reference the information

when needed is as bad as not having the information.

Fail

ures to attain these stated attributes are probably much
more common than successes.
Consider, for example, the problems associated with a
customer's loan application.

First, the bank officer must

obtain specific information before and after the application
approval.

Prior to the approval he desires both knowledge

of the customer's past credit performance and personal infor
mation such as time at current job and address, marital
status and number of dependents.
After the loan he is interested in the customer's
payment history and in any change in the customer's job, mari
tal status, or residence.

Often this information could be

obtained and transmitted to the involved parties, but is not,
or at least not when needed.

The credit report which is

received can be outdated giving an inaccurate view of the

2
Donald H. Sanders, Computers in Business: An Introduc
tion (2nd ed.: New York: McGraw-Hill Book Company, 1972), p. 10.
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customer’s credit worthiness.

Changes in status which are

available from newspapers or other sources are observed but
not transmitted to the loan officer.

In general, mistakes in

the processing of information can usually be attributed to a
lack of a formal information system, or ignorance of the type
of information needed.^

Elimination of this problem is one

of the goals of MIS.
Management Information System Defined
Management Information System is not an easy term to
define.

There are literally dozens of definitions each

differing with the author's individual viewpoint and inter
pretation of the concept.^

Before giving any definition of

the term, however, it is appropriate to look at what an MIS
does.

The MIS provides a formal plan for obtaining informa

tion, ensuring quality information, and making information
easily available.

The MIS has a common data base from which

to obtain the data it will process.^

That the system encom

passes these facts is readily recognized.

What varies is the

concept of how MIS is actually used.

^Robert G. Murdick and Joel E. Ross, Information
Systems for Modern Management (Englewood Cliffs, N.J.;
Pren'tice"-Hall7 Inc., 1971 ) » p. 15^.
^Robert V. Head, "The Elusive MIS," Datamation. XVI
(September . 1970), 22.
^T. William Olle, "MIS;
(November 15* 1970), 48.

Data Bases," Datamation. XVI
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MIS has been defined as "The adaptation or overlay
of an information processing system to provide management with
the information and control it needs over the area covered by
the system,

. . .

This definition is accurate, but too

broad for application in this paper.

A more detailed defini

tion describes MIS as, ", , , a group of people, a set of
manuals, and data processing equipment , , , [which] select,
store, process, and retrieve data , , , to reduce the uncer
tainty in decision making , , , by yielding information for
managers at the time they can most effectively use it. . . ,"

7

The component parts of MIS, and their specific uses will be
discussed later.

°Irving I. Solomon and Laurence 0. Weingart, Management
Uses of the Computer (New York: Harper & Row, I966 ), p.'186.
^Murdick and Ross, Information Svstems. p. 7.
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CHAPTER II
ELECTRONIC DATA PROCESSING IN BANKING
The banking industry is the business leader in com
puter usage.

The reason for automation of banking becomes

obvious when the nature of day-to-day banking is visualized,
A view of the bookkeeping department of a large non-autoraated
bank would show rows of employees seated at electric posting
machines.

Their day-long efforts bring the customers*

account balances up to date.

Other employees handle the

ledger sheets while addressing, cutting, pulling them out
of file and refiling them.
to inadvertent errors.

Each of these actions is subject

To further complicate matters, in

creases in growth and in market share also increase the work
load— creating the need for additional employees.

With this

view of only one department of a non-automated bank, it is
easy to understand why management desires automation.
The Three Phases of Bank Automation
The firsu phase of bank automation is characterized
by the computerization of demand deposits and, possibly,
time savings accounts.

The desired results are increased

accuracy, quicker account posting, reduction of personnel

8
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(or at least additional capacity without increasing person
nel), and decreased expenses.

There is obvious justification

to automate the departments which handle the bulk of the
check processing activities of the bank.

The sheer quantity

of physical activity taken over by automation makes the com
puter an attractive alternative to manual processing.
The second phase finds the time savings, if not
automated in the first phase, and the commercial and install
ment loan departments becoming computerized.

In this phase

the information system begins to center on computer data
rather than manual data,

Robert Long stated that, "tradi

tionally we have used our eyes and ears, as well as paperbased data collection systems, to help us measure our progress.
As banking moves faster in larger and more complex operations
we must fashion technological eyes and ears,

Modern banks

cannot depend on managers being knowledgable in all aspects
of their operations without the help of computer-generated
reports.

The volume of raw data makes direct analysis futile.

In the second phase, individual transactions are used by the
computer to create usable information, examples of which are:
demand deposit listings, overdraft reports, closed account
reports and inactive account reports.

All of these reports

provide the manager with information which can be used for
decision-making.

'Ronald H, Long, "Games and Information Systems,"
Bank Administration. XuVlll (May, I972 ), 10.
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Although reaching this level of automation is a signi
ficant improvement, it is not without its shortcomings.

The

reports generated by the system are often cumbersome and
difficult to understand, and bankers report difficulty in
accessing information at the speed at which it is needed.

2

Bankers are also tied to reports that are normally generated.
They are unable to obtain specific specialized information
without prohibitive cost and time delay.

What is needed,

then, is a system which will provide all of the capabilities
inherent in the second phase with the additional advantages
of providing managers with the ability to obtain timely
information on special problems in planning, staffing, or
operating.
The third phase of banking automation occurs when
the preceding conditions are met.
third phase systems are *

Operations typical of

(1 ) programmed decisions turned

over to the computer for solution and directed action,
(2 ) problem-solving operations using analytical management
science techniques, complicated analysis and simulations,
and (3) data bank information retrieval.^

In general, third

2
Robert H. Rogers, "Banker Appraises the Payoff of an
On-Line Information System," Banking. LXV (September, 1972)
122 .
^Anthony Davone and Merrell S. Beebe, "The Impact of
Retrieval Systems," Journal of Svstems Management. XXIII
(October, 1972). 31.
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phase automation encompasses the height of data processing
technology and an on-line computer system is usually used.
The on-line system uses random access storage and
multiprocessing to provide immediate response to requests
for information.

In this manner the information or problem

solution can be obtained in minutes or seconds rather than
hours or days.

Through the use of additional hardware the

on-line computer system can respond by CRT (cathode ray
tube), or audio response (the touch tone telephone), to
requests for account balances and other information from
officers, tellers and bookkeepers.

A senior vice-president

for a large Connecticut bank lists these benefits from the
installation of this type of system;

"It has materially

speeded up our teller lines . . . relieved pressure on our
bookkeeping department , . . enabled our officers to handle
k
more customers,"
To obtain all of these advantages the
system must be on-line.

Some of the advantages could be

obtained in a normal batch processing system but the response
time would be in the hours or days category.

Despite the

advantages which have been shown to exist in the third phase
of automation, few banks have chosen to go this route.
Evidence of Limited Automation
A 1967 study by the Federal Deposit Insurance
Corporation discovered that, in most cases, computerized

2"
Rogers, "3anker Appraises On-Line System," p. 122,
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decision-making techniques were not being used.

Generally,

the computer was being used only for simple data processing
tasks.^

The study, now being almost six years old, is made

somewhat out of date by today's changing technology, but
journal articles written in 1972 bear out the idea that
business is still behind in its use of the computer in
decision-making.^

What then is behind the resistance to

progress beyond the second phase of bank automation?
The following three main factors are behind the
resistance to further automation;

(1 ) bank officers allow

personal feelings to prejudice their decisions regarding
expansion of EDP activities; (2) there is an inability to
justify the additional expense in equipment and related
costs; and (3 ) there is an inability to visualize the improve
ments that a third phase system can make.

Managers can let

personal feeling influence their decisions in different
ways.

Often the first or second phase does not go as well as

planned.

In many cases expectations were so inflated that

even a good initial automation results in disappointment by
some bank officers.

They become suspicious of any further

claims, tending to discount even accurate descriptions of
the capabilities of new systems.

Fear of failure, or poor

James A. Vaughan and Avner M. For at, Banking Comput
er Style (Englewood Cliffs, N.J.;
Prentice-Hall, Inc.,
1969), p. 79.
^Marjorie Person and Thomas L. Guthrie, "EDP: Man
agement's Ally in the Seventies." Indiana Business Review.
XLVII (June/July, 1972), 22.
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performance, is another motivating factor in opposition to
expansion.

This factor is most prevalent in older officers.

Some feel that the computer will negate their years of
experience, and force the intuitive hunches which influence
their decisions to be put aside in favor of quantitative
information which they do not understand.

When individuals,

thus prejudiced, are in high positions in the bank, they
often wield the authority to block any attempt to create a
more sophisticated EDP system.

The younger officers are

not as affected because they are not as set in their ways,
have had more training in the EDP field, and have more years
ahead of them to work into a position to use the computer.^
What happens when there is no clear cost justifica
tion, when a monetary value cannot be placed on the expan
sion?

This is part of the problem in the third phase.

How

can a bank evaluate improvements in planning for growth,
Q
forecasting budgets and revenues, and customer service?
Clearly the value of the improved system is more than can
be shown by cost accounting methods.

The capability of

providing necessary information and intangible benefits
must be weighed against the cost of the system.
puts it this way;

One banker

"The increased efficiency and effectiveness

7
^Vaughan and Porat, Banking Computer Style. p. 73 ,

8

Person and Guthrie, "EDP:

Management's Ally,"

p. 22 .
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of our officers, tellers and other employees completely
justify our investment in the system.
The FDIC survey study mentioned earlier states that
even when information is abundantly available, many officers
seldom use it, and some never use it.^®

Even bankers who

realize that they need additional information are many times
unsure as to what it is that will enable them to make better
d e c i s i o n s . T h e next chapter will discuss how the third
phase MIS techniques can be used to help provide needed
information for decision-making.

Q
^Rogers, "Banker Appraises On-Line System," p. 122.
^^Vaughan and Porat, Banking Computer Style, p. 73 .
^^Vaughan and Porat, Banking Computer Style. p. 92 .
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CHAPTER III
APPLICATION OF THE MANAGEMENT
■INFORMATION SYSTEM
The MIS must be designed for all levels of manage
ment if it is to reach its potential.

Furthermore, the

manager should be able to directly access the information.
Unfortunately, designs are sometimes conceived which separ
ate the physical use of the system from the manager, or
limit the system's use to top level managers, or both.

An

assistant to the president of American Airlines summed it
up with the following statements

"A management infosystem

[information system] must be usable by managers.

If it can

be used only by technicians, isn't it defeating its purpose?"^
This chapter will stress use of the MIS by managers at all
levels of bank operations.
Management by Exception
Management by exception is particularly well adapted
for use in MIS.

In this respect, the ideal report should

eliminate any information which the manager does not need.
One possible way to draw the manager's attention to areas

^Janet M. Taplin, "A.4.IMS: American Airlines Answers
the What Ifs,” Infosystems. XX (February, 1973), 38.
15
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which need action is by eliminating information which does
2
not exceed predefined limits.
An example would be a re
port on the number of hours worked by employees in different
departments.
employees.

This could result in an unneeded listing of
It would be much better to have the computer

program list employees who worked over or under a normal
work hour range.

This would eliminate searching through

superfluous information for that which is needed.

This

same concept is easily applied to many other areas where
abnormal activity must be located within a collection of
normal activity.
Data Bases
The data base is the foundation upon which an MIS
is built.

In a manual system it consists of a set of file

cabinets where the data is filed alphabetically or otherwise.
In the EDP system the data is coded to be machine readable.
Computer programs perform manipulations of the data base in
accordance with the instructions of the user.

The data base

should possess the following characteristics:

(1) it must

be flexible enough to adjust to changing size requirements
(expansion or decrease of the MIS program); (2) it must not
affect or be adversely affected by operational programs;

2
Maurice S. Newman, "Imaginative Uses of the Comput
er," Financial Executive. XXXVIII (September, 1970), 34.
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•5

(3 ) it must have efficiency in regard to existing hardware.
Efficient and effective management control of the data base
is necessary to prevent entry of incorrect data into the
system since subsequent incorrect decisions would result,
MIS in Marketing
A service industry has a more difficult time devis
ing market strategy than a manufacturing industry due to
difficulty in evaluating alternative strategies.

Banks must

also allow for the influence that State and Federal economic
controls have on the demand for its services.

A bank MIS

should be able to facilitate the comparison and evaluation
which is necessary for determining optimum market strategy.
Market Research
First-hand knowledge of what a customer desires,
obtained through market research surveys, can be helpful in
determining market strategies.

For example, there is current

uncertainty as to the effect which checking account service
charges have on attracting and holding depositors.

Depending

on the school of thought, banks are both raising and lowering
charges.

A market survey conducted in the area of the bank's

operation would provide some insight as to how existing and
prospective bank customers are affected by changes in service
3

. . MIS I the impossible dream?," Infosystems.
XX (February, 1973)» 70.
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charges.

Sampling technique allows the bank to predict the

actions of a population based on the action of the sample.
Considerable savings can result by researching the sample
and using computer programs to calculate solutions.

As a

final evaluation, computer simulation can then be used to
estimate the net effect of each strategy.

These techniques

can both increase effectiveness of the marketing program
and decrease its cost.
Regression Analysis
Regression analysis is a sophisticated method for
forecasting future demand based on relationships between
two or more variables.

A complete discussion of regression

analysis is beyond the scope of this paper, but managers
should realize its capabilities.

Basically a mathematical

model is constructed which attempts to explain the relation
ship of the variables to each other.

Once the most correct

model is obtained calculation becomes a matter of inserting
values into the computer program and obtaining the results.
There is nothing mystic about this process, nor should a
regression analysis solution be considered infallible.

The

accuracy of the results will always depend on the accuracy
of the mathematical model and correct data being entered
into the program.

Chisholm and Whitaker stress the following:

"Regression is often misused as well.

With modern comput

ing machinery it is all too easy to take a 'black box'
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approach, throwing all available data into the hopper and
then trying all combinations to see which is 'best*.*'^
An example of multiple regression analysis for fore
casting would be to attempt to forecast an individual bank's
total loan demand for a certain month.

Variables in the

model which might be used (picked arbitrarily in this
example) arei

white goods and automobile credit sales

twelve months ago, current prime interest rate, previous
months' changes in utility connections, an index of business
activity for the previous month, and previous months' con
sumer price index.

These figures would be inserted into

the program and the results generated.
Information Retrieval
In the information retrieval area, one type of
marketing information which could be utilized is the U. S.
Census Bureau data.

Once entered into the data bank the

demographic information could be instantly referenced to
provide areas of differentiated income, age, family composi
tion and education level.

With such information management

could direct different marketing strategies for different
areas.

Promotional material stressing a loan for a vacation

would probably have more success with older upper-middle

II

Roger K. Chisholm and Gilbert R. Whitaker, Jr.,
Forecasting Methods (Homewood, Illinois; Richard D, Irwin,
Inc., 1971). p. 96 .
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income families than with young families who are interested
in purchasing appliances and furniture,
MIS in Personnel
Management of bank personnel can be enhanced through
effective use of several MIS techniques,

Basic to effective

use of personnel is employment of the most suitable people
available.

The maintenance of a dynamic employee information

file, and the evaluation of employees' job performance are
also important aspects of personnel management.
Job Application Selection
Job files must be maintained current.

The applica

tions must be evaluated against openings and compared for
suitability.

Problems in processing individual applications,

and possibly eliminating an outdated application which is
actually still open, can cause suitable persons to be over
looked,

However, adding the applications to the data base

and using the computer to aid in identifying desirable
qualifications Increases the selectivity which can be exer
cised in hiring employees and officers.

As an example, the

MIS would allow the manager to request information on appli
cants who had a college degree, experience in loan collections,
and lived at least two years in the area of the bank's opera
tion,

The applicants meeting these criteria would immediately

be identified for evaluation by the manager for a final
decision.
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Employee Information File
Maintaining information on employees can be a major
task for a bank with a large number of employees.

As a

factor of internal control, as well as general efficiency,
all banks should be concerned with the quality of personnel
employed.

Periodic credit reports can identify employees

who might turn to embezzlement.

In addition, bank manage

ment should also be cognizant of educational programs and
service areas in which the employee participates.

An em

ployee who takes AIB (American Institute of Banking) courses
or evening college courses, or works with the Lions or other
service clubs is changing his qualifications and experience.
Management should be able to identify such activities and
relate them to his qualifications for promotions.
The MIS can facilitate management of an employee
file, aind in cases where it does not exist make such a file
feasible.

Information known by the immediate supervisor is

lost, in banks which do not have a formal file system, when
that individual leaves or retires, or is forgotten when he
is promoted or transferred.

When the information is entered

into the data base, it will not be lost and can be updated
as it changes.

This information is kept confidential through

controlled file access.
Employee Evaluation
Any promotion, or pay raise based on merit, is the
product of a decision-making process and fits the criteria
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discussed in Chapter I,

The MIS can assist in providing

objective information if the employees’ efficiency reports
or ratings, or statements of ability are also entered into
the file.

For example, a portion of the evaluation of a

loan officer might be an examination of the profit margin on
loans he has made.

The computer can calculate net profit

as the loeuis are paid, taking into consideration defaults
and administrative expenses.

The result could be expressed

as a percentage or as an index of a quota or goal.

Compari

son of all the loan officers' "profitability index" could
identify officers who are contributing most to the bank's
income.
MIS in Accounting and Finance
In this area the capability of the MIS allows mana
gers to obtain information which they were previously unable
to obtain due to unacceptable amounts of work involved.
Specific areas to be examined are budgeting, forecasting,
and security analysis.
Budgeting
Historically the process of budgeting has been ac
complished over a period of months.

This is due primarily

to problems in coordinating and consolidating figures from
many departments.

The MIS can effectively reduce the time

frame required, and thereby increase the accuracy of the
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budget.

The MIS can also identify variances in time for

management to take action.
Forecasting
Forecasting through the use of regression analysis
has been discussed under the Marketing heading.

Forecast

ing can be used in the financial area as well with equally
good results.

A specific example might be forecasting the

need for Federal Reserve Bank funds.
of these funds can be a major expense.

The rate paid for use
Therefore, care

should be taken to limit borrowing to the amount necessary.
Here too a model would be constructed which would, when
supplied with the correct data, generate the amount of
funds needed.
Security Analysis
Security analysis has a place in two areas of opera
tion, for accounts which the Trust Department handles for
clients, and for the bank's own securities.

Clients using

the Trust Department expect the bank to make the best use
of their money, in line with their objectives.

The clients

are institutional as well as private individuals.

Through

an MIS the Trust officers can give better consideration to
accounts, and should realize a better return through the use
of better information.

The Bank of the Southwest is current

ly using its computer for such analysis as:

(1 ) the changes

in portfolio value, (2 ) the probable growth of the portfolio.
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(3) the risk factors, and (4) the degree of correlation
with swings in published indexes.^

This bank also uses the

information in evaluating the managers' performance.
Logistics
The Economic Order Quantity (EOQ), used extensively
in business, combined with the MIS provides even greater
capabilities.

Under a perpetual inventory system the com

puter knows inventory levels of stationary and supplies.
When provided with an EOQ for items it can initiate an order
when needed without human intervention.

When desired it can

also provide cost figures, usage rates and material variances.
Operations
For the purpose of this paper the operations area
will be defined as normal "floor" functions, specifically
loan departments and teller-line.

These are the departments

which come into contact with the majority of customers.
These departments form the basis for most customers' opinions
of the bank as a whole.
Customer Information File
The customer information file operates in much the
same manner as the employee file, but contains information

^"Portfolio Performance Monitored by Computer,"
Banking. LXV (September, 1972), 135.
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for a different objective.

The objective is better service

for the customer and better efficiency and productivity for
the bank.

A typical file for a customer might contain

information obtained from a credit report, or checking
account, or loan application oni

age, marital status,

dependents, previous job and residence, current job and
residence, next of kin, and credit references.
account payment history would be described.

His credit

Any business

which the bank has ever had with the customer, such as past
loans, along with current active accounts would all be list
ed.

Further, an officer knowing or having past dealings

with the customer could add a personal statement as to his
character, or special circumstances surrounding an incident.
An on-line MIS can provide all of this information
in seconds, allowing a loan officer to obtain the informa
tion while speaking to the customer at his desk or over the
telephone.

Loan approval over the telephone can be benefi

cial in increasing loan volume.

It eliminates the discomfort

some individuals feel in physically applying for a loan not
knowing whether it will be approved,
Pavment Calculation
A simple on-line program which calculates monthly
payment amounts for loans is a convenience for the customer
and loan officer both.

Here too the customer can be advised

over the telephone of the payment that he would have to make
for a specific loan.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

26
A similar program could calculate total interest
paid on current loans for customers' tax records.

This would

avoid loan departments being swamped with such requests
around the fifteenth of April.
Teller Scheduling
Excessive waiting in line frustrates the customer,
and, if often repeated, will alienate him.

The use of Que-

ing Theory could significantly reduce the length of teller
lines in periods of peak activity.

The objective is to

minimize customers' time in the queue without increasing
teller expense to an unacceptable level.

This technique is

too involved for day-to-day manual calculation, but can
easily be used through the MIS.

The same technique can be

used in scheduling drive-in (auto-bank) tellers, or even the
use of automatic cash-dispensers.
Audio-Response
Another technique which can speed up customer proces
sing at the teller line is the use of audio-response for
check verification.

The teller uses a touch-tone telephone

as a remote terminal, and after keying the proper sequence
of numbers receives the balance of the account.

This elimin

ates problems associated with physically looking up the
balances in a journal.

Clerks who help customers reconcile

their statements would also find use for the system.

Eventu

ally customers with touch-tone telephones could call in and
receive their balances without ever speaking to a clerk.
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Strategic Planning
Very large revenue gains, or expense savings, are
possible when MIS techniques are used in capital budgeting
and long range planning.

Due to the large sums involved

in non-routine decisions, an incorrect decision can serious
ly affect profits or expenses.

Care should be taken to use

all available methods of obtaining information before arriv
ing at a decision.
Capital Budgeting
There is a standing disagreement among contributors
to financial information as to whether the pay-back method
of project evaluation is of little value, or whether it has
great value due to its simplicity of calculation.

In a

computerized environment where time-adjusted values are as
easy to obtain as any other, the importance of pay-back
quickly diminishes.

A computer program can calculate Net

Present Value, Discounted Cash Flow, and Time-Adjusted Rate
of Return, and rank possible projects under each method.
Due to subjective values the ultimate decision must always
rest with managers, but the obligation to obtain all possible
information prior to making the decision remains.
Expansion
The value of queing theory in auto-bank scheduling
was previously mentioned.

However, it can also be used in
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planning for additional capacity.

Once the solution of how

much additional capacity is obtained by adding another drivein window or cash dispensing machine simulation can forecast
the actual results.
Simulation
Simulation can also be useful in planning for long
range requirements, that is, what equipment and labor will
be required in ten years if growth continues at the predic
ted rate?

The simulation model can be changed to suggest

economic changes, such as a recession within five years, and
the results compared with those under other economic out
looks.

This would describe the degree of conservatism in

the bank's plans, and whether they were oriented toward the
outlook which top management foresees.
A larger econometric model can also be created which
takes into account all known or suspected variables, then,
for any given time period, a forecast of revenue, market
share, income, and asset requirements can be generated.
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CHAPTER IV
SUMMARY
Commercial banks are large users of EDP,

Although

it is apparent that to remain competitive this use must
increase, banks continue to be slow in developing the full
potential of their EDP resources.

Banks have been hesitant

to implement an MIS due to personnel prejudice and ignorance
of its value and capabilities.

These factors have influenced

banks which possess the necessary resources to stop EDP
development short of MIS attainment.
An MIS can be a positive benefit to management in
making decisions.

Effective use of the MIS capabilities can

help to increase profits and market share, control expenses
and promote general management efficiency and effectiveness.
Some of the MIS uses in the areas of Marketing, Personnel,
Accounting and Finance, Logistics, Operations, and Strategic
Planning have been described, but the uses are by no means
limited to these areas.

Furthermore, new uses will be found

for the MIS in banking as more experience is gained in the field.
Recommendations
Several recommendations important to bankers can be
drawn from this paper.

Primarily, any bank which has initiated
29
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an automation program should plan from the start to attain a
fully integrated MIS,

Furthermore, there will he less

resistance and more chance for the MIS to reach its goals
if top management approval is gained when the plan is
conceived.
It is often impractical, if not impossible, to com
plete the MIS within a short time period.

Therefore, it is

necessary that the plan for the MIS be dynamic and easily
adapted to the bank's objectives.

Changes in the bank dur

ing the design interim could demand a different approach in
the MIS and should be incorporated within that interim.

An

example of this could be the development of a branch bank
after the MIS plan had been approved.
One of the bank's most important resources, the
managers themselves, should not be neglected when planning
an MIS,

All future bank management personnel should be

familiar with the capabilities, limitations, and operation
of the EDP system.

Current personnel lacking this knowledge

should become knowledgable through an education program.

In

cases where a proper background has not been laid, for example
an employee with little formal education who has come up
through the ranks, education as to the information needed to
make a good decision should be given.

Through a greater

understanding of the information system and its integration
with the computer each manager should be able to see where
the system succeeds or fails to supply his information needs.
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Conclusion
An effective and efficient MIS in commercial bank
ing is needed for the uncertain economic and technological
future that lies ahead.

Proper planning, implementation,

and updating requires an immediate and continual review of
the bank's environment, the bank's objectives, the bank's
system and the bank's people.

Only in this way will this

valuable tool be able to provide bankers with proper informa
tion to meet their changing needs.
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